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A recent report by the Inter-American Development Bank (IDB) on Latin American economic
conditions states that the current depression is comparable to 1929. The most deteriorated economy
in Central America is Nicaragua, due to the on-going war, economic mismanagement, the "brain
drain" through emigration, and the economic embargo imposed by the United States. The IDB
claims there are three alternatives for economic recovery: 1) large-scale increase in exports; 2) more
external financing, and 3) reduced debt service payments. Central American nations, including
Panama, are burdened with a $25 billion foreign debt. The region's population numbers 21 million.
Relative to its neighbors, the Guatemalan foreign debt of "only" $2.3 billion absorbs a smaller
portion of export earnings. Debt service absorbs all export revenues in the cases of Costa Rica and
Panama, while Nicaragua has been in default for the past two years. Meanwhile, Guatemala and
Honduras are engaged in debt rescheduling. US tax dollars are responsible for absorbing a large
portion of El Salvador's balance of payments deficit. With the exception of oil prospectors, all major
investment sources have avoided Central America in recent years. While lower oil prices have
reduced the oil import bill for these nations, higher prices for industrial goods imports have wiped
out oil savings. (Basic data from THIS WEEK IN CENTRAL AMERICA AND PANAMA, 9/15/86)
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